Volume 4
Processing Aid and
Managing FSA Funds
Table of Contents

INTFOAUCTION ettt ass s s s s ss s s s s s s s bsssesssssnssssnsessananes 4-1
Chapter 1—Requesting and Managing FSA FUNAS .........ocecerereccneneeenesseseeessseneenns 4-3
Purpose of Cash Management REGUIATIONS ........ccuevueeereensrennrenssnssssssstsssssssssssssssssssssssssssssssssssssssssssssssssssens 4-3
EDCAPS AND G5 ...ttt ittt s ssssssssessesstsstss s sssssssssssssssssssssssassesssssssssssssssassssssssssss 4-4
EDCAPS .eoveeeseesetiseisesisesissssssssasssssssssssssss s s s sassssssesass s s et sa e e AR Rt 4-4
G5 OVBIVIEW.cucueurereeeeeeseseisiseseseisessessesse sttt s sss s esstsse st sssassssssstssesnens .44
ACCESSING G5ttt sesseasiss st ssess st ssssssaseassssssassns ..4-5
SettiNG UDP BANK INFOIMALION c....cevverrerrererrrirsessiessisssssssssesssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssasssssans 4-5

ACH oottt s s s s si s sssa s s s sssssssassssssnsesas 4-5
FEDWIRE ...coevveseerseesssissssssisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnns ..4-6
ObtAINING A USEI ID ANA PASSWOIT c..uueeveeererrirrirsirsirsissessassassississsssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssons 4-7
Using the User ID aNd PASSWOI ........uvevvevveveseresrnsississssssissssssssssssssssssssssssssassassassanss 4-7
PrOJECtiNG CASN NOOUS ..ot sssssssasssasessssssssasesssns ..4-8
IMIMEOAIATE NEEU ...ttt st s st s s bbbttt 4-8
TIMNUNG ISSUBS aeeeeeieeriesiseeirisesisesisisessasesssasssssssastssasssssasasssssssssssssssssssasssasassnens 4-9
RECOIAING PAYMENLS...ceererrirersireisseissississsisssssisssasssssssssasssssssssasessssasssssssssses ..4-9
Delayed, denied, Or reduced PAYMENT FEQUESES........c.oveerverrssersissississessessssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnss 4-9
AWATA PEIIOTS......oueeeeureeeeneietieeieessetisesasesssesssesse s s sssesssessss s sssessssssssssesssssssesssesasesasesssessssssssssssssesssesssesssesssessssssees 4-9
PerfOrMANCE POIIOM. .uueeeeeereeseeeriesesiesressessssinsssssssssssissessassassassssssssssssssassassassassassens .4-10
LIiQUIAAEION PEIIOM.c..e.euceeeeeereerererrerresiessiessessssssessssasssssessssasssssssassasssssssassasssssssassessssassassessssassssssasssssessesassssesssssssessssassssasans 4-10
SUSPONSION POIIOM.ccu.ceversiesierrerisrsrrsersississsssssssssassassssssssssssssssssssssssssssssssssssssssasssssassessens 4-10
ClOSEOUL POIIOM. ccu.eucvrvesrerrrrrrnsinsississsississssassassssssssssssessassassssssssssssessssassassassassassseses 4-11
Drawing DOWN FSA FUNGS ....ueeieiereieiseiseisiseiseiesiseisssssisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssans 4-11
Drawing down funds in the Direct LOGn Program ..........ceoeeecnseenssessnssensssssensenns 4-11
Drawing down funds in the Pell and TEACH Grant Programs............c.coe. 4-12
Drawing down funds in the Campus-Based Programs.............c.oooeseesseenseenes w4-12
Graphic, Cash Management and REIMDBUISEIMENT...........c.cvwvemererenenisisississsssisssssissssssssssssssssssssssssssssssens 4-13
Maintaining and ACCOUNTING FOr FUNAS .......oouiveeireirreeceisscsississssiesssssss st sssssssssssssssssssssssssssssssssssssssssens 4-14
When a school does not maintain a separate AcCoOUNt .........ocueeeverrernrerrerersenrennns 4-14
Bank account notification F@QUIIIMENTS...........cuevvevrerssresressnsssssissssssssssssssssssssssssens 4-14
Interest—bearing Or iNVEStMENT ACCOUNT ......cueevereeeeeureereerrerssesseesessssssessees 4-15
Additional Perkins LOGN r@QUITEIMENTS ..........cevueeereereerressressesssisssssssssessssassssessssassns ..4-15

FSA HB March 2015




Volume 4—Processing Aid and Managing FSA Funds, 2015-2016

EXCESS CASN ettt bbbt s bbbtk b bRt 4-16
AlIOWADIE EXCESS CASN LOIBIANCES ...u.veeeeerrrrerensissiesisssessssssssssssssssss s sessssassassssssssssssssassassassasssssssssassessassassassassassesssons 4-16
Administrative COSt AIOWANCE (ACA) ... erereersiseiseisiseissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssseses 4-17
A School’s Fiduciary RESPONSIDIITY .....ccvurirrirrrneeriieinsissisisissssisssississssssssssssssssssssssssssssssssssssssssssssssssssssssssnes 4-18
Garnishment of FSA FUNAS iS PrONIDItEA .........cevveireceicsieccsissssississsssessssssssssssssssssssssssssssssssssssssssssssssssanes 4-19
Escheating of FSA FUNAS iS PrONIDITEM ...t sssssssssssssssssssssssssssssssssssssssssssssnns 4-19
Chapter 2—Disbursing FSA FUNAS ......ecresisiesessesssisssssssssssssssssssssssssssssssssssnes 4-21
INOTITICATIONS w.ceuveeeeeeerieeiieciaetieese st sssse s s s ss et b ssss s b s bR bbb a bbb 4-21
NOLIFICALION Of AISDUISEIMENT ......cceovvereveersreresssssrseisssssses s s ssssasssassssssssssasssssssssssssasssasssssssssssssssssssssasssssssssssssssssanssnsses 4-21
GENEIAI NOLITICALION c..vevsvsreereereeressirsisssssessssssss s sss s st st sssssss s st bbb s s st b bbb A b s s st s bbb sassasssensentnen 4-21
Loan and TEACH GIANTE NOTIICATION......cuueeereerrerrseeeseriserissisesssesssssssesssesssssssssssssssssssssessssssssssssesssesssssssssssssssssasssssessases 4-21
AUTNOTIZATIONS ...ttt ssssssssssssss st st sssssssssssss s ssssssssssssssssss s ssssssassssssssssssssssssssssssssssssssssssssssssssssssnnes 4-24
Using electronic processes for notifications ANd QUENOIIZALIONS...........c.oveeeeresresresressisssssnssssssssssssssessessssassasssssseses 4-25
Power of attorney in disbursing FWS and Perkins funds . 4-26
Checking Eligibility at the Time of DiSDUISEMENT ... ississssssssssssssssssssssssssssssssssssees 4-27
Time Frames fOr Paying FSA FUNAS .......ciieireiseiseissistisesisesssssssessssssssssssssssssssssssssssssssssessssssssssssssssssessssssses 4-28
Prompt disbursement (EN1€E-AAY) FUIES..........cvvvvevreerresesesireireissississississssssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-28
SUBMIEING AISDUISEIMENT FECOITS ....vuvueerrerrersississiesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssens 4-28
Chart, Defining the DAte Of DiSDUISEIMENT............ccevueerererirrreserssessisissssssssssssssssssssssssssssssssssssssssssessssssssssassans 4-29
DiISOUISING FWS WAGES .....ciiieiieiseiieiseieisessessssssisesssssssssssssssssssssssssssssessssssssssssssssssssssssssssssssssssssssssssssssssssns 4-30
CrOSSOVEI PAYMENTE PEIIOUS ...vuvveeereererrsississsssassassassissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassasssssssssessones 4-30
Holding FWS funds 0n BENGAIf Of tNE SLUAGNL...........cueeeeeerrrrrnsssississsisssssssssssssssssssessessssasssssssssssssssssssassassassasssssseses 4-30
MeEthOd Of DISDUISEMENT ......ceueeeeeeeiieeieeieiiseeieeiseessessssessssesssessss s ssasessssssssessssssssesssssssssssasessssssssessassssssssase 4-31
Credit to the SEUAENT'S ACCOUNT ...u.cuvurevesresresreseissississsssssssssssssssassasssssssssssssssssssssssssssssssssssssssssssasssssssssssssssssssssasssssassssssessnes 4-31
Direct disbursement to the student 4-31
INSTIEUTIONAI CRAIGES ...ttt b s st sse bbbt s s s sassssesssssssasesss 4-32
Institutional vs. NON—=INSEItULIONAI CRAIGES ...ueueeveererrrersresrresssrssississssssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssses 4-32
Chart, Three Principles Associated with INStitutioNal CRGIGES.............ccuweeeeerereseneessessssssssssssssssesssssassssans 4-33
Paying INSTTUTIONAl CHArgEs ...ttt sssissssssssssse e ssssasssssssssssssssssssssssssssssssasssssssssesens 4-34
PAYING PASS—ENIOUGR CRGAIGES...uoueeeeeeeeesereeseisess sttt sttt st st st sas 4-34
PAYING PrIOI—YEAI CRAIGES .....cuveeeerrereirrerrisersrseisesssssisssisssssssssasssssssssassssssssssssssssssssasssssssssassssssasssassssssssesssssssssesssses 4-35
Apportioning and prorating charges . 4-36
Example, ADDOItIONING CRAIGES .....ueveeneererrirsiseirsississississsssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssnes 4-37
Time frame for paying FSA CrEdit DAIANCES ... ssssssssssssssasssssesssssssssssssssasesssses 4-39
Example, 14—day Time Frame for Paying Credit BAIANCES ............o.owwoveereeneeesensussresessississssssssssnssssssssssssns 4-40
PaYiNg FSA Credit BalanCeS ......irenieneinsiseiseississississssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssons 4-41
Paying FSA credit balances bY iSSUING G CRECK..........vveevvveererrerrieseissiseissessississsisssssisssssssssssssasssssssssssssssssssssasesssses 4-41
Paying FSA credit balances BY iNtiAting QN EFT ... .veneinensinsinsisissssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-41
Chart, Standards for SChOOI-ReQUITed BANK ACCOUNTS ......cueeeveeeererrerrerresressessessssssssssssssssessessessessesssssssassans 4-42
When a school uses third-party servicers to disburse FSA funds 4-43
Chart, TRIrd-party SEIVICOIr AGIEEIMENTS .......eevereereeseiseisssseissississssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssess 4-44
SChOOI-ISSUE SEOTEA-VAIUG CAITS c.uvuvververeereereereersissississsssssisssssissssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssassasssssssssssssens 4-45

FSA HB March 2015



Table of Contents

Chart, Requirements for Stored-Value and Prepaid DeDit CArdS...........uuurvnresrerrinsressensssssessessssssssassaeses 4-46
Special provisions fOr DOOKS QNG SUPPIIES .......ueuerueeverrerrerrsrnsissississsssssssissassassasssssssssssssssssssasssssssssssssssssssassasssssssssasens 4-47
Time frame for returning an unclaimed Title IV Credit DAIANCE ......eorveeverreerrirreessiesesssessissssssssssssssssssssssssssssees 4-48

HOIING FSA Credit BalanCes.....iierennisseississississssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssons 4-49
Authorization to hold AN FSA Credit DAIANCE ...ttt ssssssasssssssssssssssssssssasssasses 4-49

Sample Authorization to Hold an FSA Credit BAlANCE .........ueeeeeeeeeeeeesesieessesssesssssssssssesssssssssssessssssens 4-50

LAt DiShUISEMENTS ...ttt ssssass s s sssssssssssssassssssssssssssssssssssssssssssssssssssssssssssssssssssssssnsnns 4-51
Conditions fOr G 1At AISDUISEIMENT ...t sassss s s ssssasssasassssassssssssssasessssssesasesasses 4-51
Late disbursements that must be made vs. late disbursements that may be made...............vveeeveoreerenenns 4-51
Limitations on making A 1Ate diSDUISEIMENT...........c.vveeerrerrcnrnsnsississsssssssssssassasssssssssssssssssssssssssssssssssssssssssssassssssesss 4-52
PAYING A 1ALE QISDUISEIMENT ...ttt bsssss s ssssssssasesass s s s sasass s sasessssasessssssesasesanses 4-53

Chart, Conditions and Limitations on Late DiSDUISEMENTS.............eveenreneeneesesersensessessssssessessssssessesns 4-54

Chapter 3—Overawards and OVErpayMENTS........crcereerssrnssissesssssssssssssssssssssssssessees 4-55

OVIAWAITS....ucereeneeeiaerseietieise e sssesssesss s ssss s sssesas s bbb RS a bbbttt ne 4-55
PEII GIANTS .ottt seass st s s bbb b bbbttt 4-56
1raq and AFGRANISTAN SEIVICE GIANTS......uueeereererrresresiessessssssssssssssssssssssssassassassssssssssssessssssssssasssssssssssessssassassassssssssssens 4-56
TEACH GEONTS et easessessesse s st sse s sssass s sttt st sassssessessessessssssssssassassaseasessesessess 4-57
When a student has N0 NEEA-DASEA G ...t seiss s sessssasessst s s s sssssaseen 4-57
When a student is receiving NEEA-DASEA QU .............ceweeeeveeeerresiesresrississsssssssssssssssessissssasssssssssssssssssssasssssassssssessessases 4-57

Teach Grant OVerpaymMeNtS—EXAMPIES ..........eeeevenerereresesisisississississississississasssssssssssssssssssssssssasssssasens 4-58
CAMPUS—BASEA PIOGIAMS c..ueeeeerrerrississiesressssississssssssssssssssssassasssssssssssssssssssssssssssasssssssssssasssssasssssssssssssssssssasssssasssssssssnss 4-59
FIVS PIOGIGM.c..cceeereesireeresiesiresiesissssssisssssasssssssssassssssssssasssssssassasssssssssssssssassassessssassasssssssassassssasssssessssasssssssssassessssassessesssses 4-59
FSEOG OVOIPDAYMENES ...ueeerererererrririsisssssssissssssssssssssssasesssssssssssssssssssssssssssssssssssssassssssssssssssssssassssssssssssssssssssssssssssssssssssaes 4-59
DIFECE LOGNS .t taseasesse sttt st s st st sesn 4-60
A resolved overaward may beComMe AN OVEIDAYIMENT ...........oeveeerereenseirressisseisssssisssssssssssssssssssssssssssssssssssssssssssssses 4-61

When a Student Fails t0 BEgin ATTENAANCE .......oveieiereiireseieiseseisiseiseissstisssessssssssssssssssssssssssssssssssssesns 4-62
When a student begins attendance on a less thAN RAIf-tIME DASIS .........ocvewvveverrrerrrsrensrisesssessssssssssssesssessssssasssnns 4-63
When funds are considered to have been returned for a student who fails to begin attendance..................... 4-63

TreatmMENT Of OVEIPAYMENTS .....c.vevrerererriseiseeesisssisssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssens 4-64
Overpayments for Which the SCROOI IS FESPONSIDIE.............ceuererrrereersrreresesssssssssisssssssssasssasssssssssasssssssssssssssssasssasses 4-64
Prohibition on receiving funds for enrollment at more than one school and Potential Overawards (POP)....4-65

Concurrent Enrollment......... . . 4-65

Pell Potential Overaward Process (POP) .- 4-66
Overpayments for Which the StUAENT iS rESPONSIDI...........vverreererrereirsessiseisssssississsiss s sss i ssssssasssssssssasesssses 4-68

EXCEPTIONS L0 STUACNT LIADIIIEY ooeeeeeeeeeereereiriissississisissiseississsssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-70
Overpayments created by inadvertent overborrowing . 4-71

Repayment of the excess loan amount 4-72

Satisfactory repayment arrangements . . 4-72
Recording student payments and reductions in the Direct LOGn Program..........coeoseenseonsesseessesensseensens 4-74
RELUINING DiIFECTE LOAN FUNGS c...eeeeeeverssrerrrrrrnsiesississsssssssssassasssssssssssssssssassassssssssssssssassassassasssssssssessssssssassassassassasssessnes 4-74
Recording student payments and reductions in the Pell Grant, Irag and Afghanistan Service Grant,

AN TEACH GIANT PLOGITMS ..oneeveeveeerereesersesseisesseasessessssssesssessesssssssssesasssssssnssasssnssasesssssnssasessssssesssssessssasssssaes 4-75

FSA HB March 2015




Volume 4—Processing Aid and Managing FSA Funds, 2015-2016

Reporting Overpayments t0 NSLDS....... v nenninisisisissssssssssessssssssssssssssssssssssssssssssssssssssssssssssssss 4-76
REfErriNG OVEIPAYMENTS ....oureeeereeneiseiesisetisessesssesssesssssssssssssessssssssssssssssssssssssssssssssssessssssssssssssssssssssssssssssessssssses 4-77
Referring overpayments to Debt RESOIULION SEIVICES ......vovwuvreerrunreersrnsisssessesssssssssssssssssssssssssssssssssssssssssssssssssssssssans 4-77
School responsibility after referral and accepting payments on referred overpayments .............oconeeeseenees 4-78
Responsibilities Of Debt RESOIULION SIVICES........werrerrerrirsnsssissssssssssssssssassassssssssssssssssssssasssssssssssssssssssassassssssssssens 4-80
Suggested Format, Information Required When Referring Student Overpayments to
DDt RESOIULION SEIVICES ..ucueereereeeeiireisirreiseisiireiseiseisessessssssessessesssssssssssssssesssssssssssssssssssessssssssssssesssassssssess 4-81
Chapter 4—Returning FSA FUNAS .....rcresisnesesssissssssssssssssssssssssssssssssssssssssssees 4-83
RETUINING FUNAS ..ottt st sssssssssessssssssssssssassssasssssssssesssssssssssssssssssssnns 4-83
Returning funds by depositing them in @ SCROOI ACCOUNT.........cvevevvvrererersrnsiesssssssiesssssesssssssssssssssasssassssssasssasses 4-84
Returning funds by depositing them in a federal funds ACCOUNT .........evveveeerereeeseireessiesessieseisssss s sisesssssssans 4-84
Return of Title IV funds when a school does not maintain
a 5eparate federal DANK ACCOUNT........eerereesesressessissessessssssssss s sssssassasstessessessssasssssassassassasssessssassassassassassssssnsens 4-84
When Funds are Considered to Have Been REtUINEd.........iineeneinninensinsinsssissssisssssssssssssssssssssens 4-85
Returning Funds From an Audit Or Program REVIEW...........eeneineeneinsinsnsisssssesssssssssssssssssssssssssssssssens 4-85
Downward Adjustment of FSA Grant Disbursement Records and Direct Loan Disbursement
RECOIAS REGQUITEM ...ttt tssssssssasssssssssssssssssesssssessessessssassassasssssassssssssessssssssssssssssssssans 4-86
RetUrNinNg Dir€@Ct LOAN FUNAS .....c.oveireiriiseisisissisissississssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssons 4-86
Returning FUNAS AftEr 240 DaYs ........ovcvereereeseesereissississsssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssaes 4-88
Returning Funds through G5 for Both Open and Closed AWArds ..........enennensensensessssseesssesssesnees 4-89
Returning Funds from FFEL Loans Purchased/Serviced by the Department.........oeeneeesecenneens 4-90
Chapter 5—Reconciliation and Reconciliation in the
Pell Grant and Campus-Based Programs .........cceueeeeeeenensesessssnsssssssssssssssssssssssssssssesssses 4-91
The Importance of Title [V RECONCIHTATION ...ttt st s ssss s sassssssessesssssssssassansens 4-91
Reconciliation and fIdUCIArY rESPONSIDIlILY ..........ocuvveevvunreorrieresseississesssseisssissississsississssssasssssssssassssssssssssessssassssssssssans 4-91
WHRO is reSpONSIbIE fOr FECONCIIATION ......u.veeveereerrerresrerriereesessississsessessessssassasssessessessessssassassassassassssssessesssssassassassassassaessons 4-93
Reconciliation and a school’s COOrdiNAtiNG OffICIAL ...........eeueeeorrrereesrrersrisessrssssssssssssesssssssssssasssssssssssssassssssasssssses 4-93
Recommended general reCONCIlIALION PIACHICES ......ccuuvvevvrerenensississrissesssssssssssssssssssssssssasssssssssssssssssssssssssssssssssens 4-94
INTEINIAI FECONCIITTION cccueeererererseesees et sesse et s s bbbt 4-95
EXTEINAI FECONCIIALION c.veveveeereereirsississssrssassessissssssssssssssssssssassssssssssssssssssssssssssssssssssssssssassassassssssssssssssssssassassasssssssssessnes 4-96
Reconciliation in The Pell Grant PrOgram ......iisisissssinsssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-96
RECONCIIING SCROOI-IEVEI AATA ..o sssssssssssssssssssssssssssssasssssssssssssssssssssassssssssssessssns 4-97
Reconciling school-level data with COD Pell GIaNt dQtQ............ceeeveeeernseeneressnsissssssssssssssssssssssssssssssssssssssssssssseses 4-98
Graphic, Sample Electronic Statement of ACCOUNT (ESOA).....uuvvereeeeeenrsereisiessssisssssssssssssssssassasssssasssses 4-100
Final Reconciliation Of @ Pell GIANT AWGIT YA ..........eeereereereersserseiisseissessssssssisssssssssssssssssssssssssssssssssssssssssssessns 4-101
Data Submission Deadline, Funding Cancellation Deadline, Funding Cancellation Deadline
Reconciliation, Records, and Internal Controls in The Campus—Based Programs............cceceevenrenee. 4-102
Reconciliation and the Federal Perkins LOGN PrOGIAM ........enenvenseosiosiissssississssssssssssssssassssssssssssssssssssssssssssssns 4-102
Reconciliation and the Federal Supplemental Educational Opportunity Grant Program...................... 4-103
Reconciliation and the Federal Work—Study PrOGIGIM ...........ceeeovenseneeeseissessinseisssessisssassisesssssssssssssssssssssssssnses 4-103

FSA HB March 2015



Table of Contents

Chapter 6—Reconciliation in the Direct Loan Program..........eneccenennensesensessssenne 4-105
Overview of Direct Loan RECONCIHIATION ....cuierverriereineieiseinsssesissssssssessssssssssssssssssssssssssssssssssssssssssssssssssens 4-105
Graphic, Reconciling ED aNd SCROOI RECOITS .........ccvuvverevneirrrerrsisisisissississississassasssssssssssssssssssssssssssssssases 4-107
Internal ReconCiliation fOr DIF€Ct LOANS.......cc.veeierieersinsensississsssisssssssssssssssssssssssssssssssssssssssssssssssssssssssssssns 4-108
Graphic, Discrepancies Between Financial Aid and BusSiness OffiCe.........uuemrererresresresiessessessesssssssssanes 4-108
Graphic, Monthly RECONCIlIATION PrOCESS .....c.vuuvuevveveesinsirsinsissiseisssssssissssisssssssssssssssssssssssssssssssssssssssssssssssases 4-110
EXtErNal RECONCHIATION ...ttt sss s s sass s st ssss s sssssssbsssssssssssssassssssssssnsastans 4-110
Documenting MONtAIY rECONCIHIALION. ........verrververreerrrsersrreisessiseisssesssssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssssanes 4-110
Graphic, The External RECONCIlIAION PrOCESS........cceevveeererrrressesissessssessssssssssessssesssssssssssessssssessssessssessssssens 4-111
Tools and Reports for Direct Loan RECONCHIATION......c.cvriieerrrereirsietssissinsssisssssessisssessassssssssssssssssessassess 4-112
COD REPOITS ANA WEDSITES ...ueeeererresrrerresrersnsinsinssssssssisssssssassasssssssssssssssssassssssssssssssssssssassssssssssssssessassssassassasssssseses 4-112
COD Reports, COD Websites
DiFECE LOGN TOOIS c.uueeneervesiesiesrisrassesssssasssssssssssssssassassasssssssssssssssssssssassassasssssssssessssssssssassassassasssssssssssassassassassasssessessassssssans 4-114
The SChOOl ACCOUNT STALEMENT ...ttt sss s sss st ssesssssssssssssssssasesssssssasssss 4-114
CASN SUMMIQLY vuvevssirsiesiesissssissississsssissssssssassssssssssssssssssssssssssssssssssssssssssssssasssssssssssssssssssssasssssssssssssssssssssssssssasssssssssessnes 4-115
Disbursement SUMMAIY DY LOGN TYPE ....cuevveereurrerrireessiseinsessiseissssssasssssssssisssssssssssssasssssssssasssssssssssssssssssssssssssans 4-116
CASN DOUQU. oo sssssssassssssssssssssassssssssssssssssssssssssssssassssssssessssssssasssassssssassssssassssssssssssessssssssasessssssssassssssans 4-116
Loan Detail/Loan DiSBUrsemMent ACHIVITY LEVE .........ceeeneeneeseneereesstiseiseissssseisseissesesssessssassssessssasessssssessssssans 4-116
WOTKING WIth The SAS ...ttt st s s ssssssssssssssssssssssssssssssssssssssassssssssssssasssnsses 4-117
Graphic, Reconciling Department and SCROOI RECOITS .......uueueeeeeeireireresesesesesisissississsssssesssassassaes 4-118
Graphic, EXample Of SAS CASN SUMMAIY ...ueeeereererersiesressssissssssssssssssssssssssssssssssssssssssssssssssssssssssssssssses 4-119
Graphic, EXGMPle Of SAS CASN DOLQIL ........ueeveeereerierrerirsississiseisssssssssssssssssssssssssssssssssasssssassssssssssssssssssssaes 4-120
Loan Disburse@mMent DETAil ...ttt sssssssssssssessssssssssssssssssssssessssssssss 4-121
Timing issues and the SCNOOI ACCOUNT SEALEMENT ........uuevvevrireisernsessereseessississssssssssssssssssssssssssssssssssssssssssssssssssssnes 4-121
Graphic, Example of SAS Loan Detail (Disbursement DetaQil) ............c.cweeveeveererrneesrnessssssissssssssssesssssssenes 4-122
Graphic, Analysis of Sample Loan Disbursement DetQil............o.wvveererersinsrisessissessessasssssessssssssssssssssens 4-123
Best Practices for RECONCIIALION ...t sssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssees 4-124
Best practices—establisNiNg PreVeNtiVe PIrOCEAUIES............wveeesresresrisrsssssssissssssessissssssssssssssssssssssssassassssssssssses 4-124
Best practices—preparing for MONthly reCONCIIALION. ..........evvevvererreererrereiesessiessissesssessssssssssssssssssssssssssasessssans 4-124
Graphic, Sample Internal Report Comparing Financial Aid and
Business Office Data for LOAN DiSDUISEMENTS.........c.eeereerrerrrrererissssssssssessssssssassssssssssssssssssssssssssasssssens 4-125
Direct LOAN YEAI—ENA CIOSEOUL ..ot iseisssassisssssssassssssssssassssssasssssssssasessssssesasesssssssssssssssans 4-125
Graphic, Sample Report Comparing SAS and School Totals and Documenting Differences............... 4-126
SUMIMATY cetiieirierisiesseeisessssssssessessssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssssses 4-127
AppendiXx A—ACCOUNTING SYSTEMS .....cvvririririnisisissieississssessesssssssssssssssssssssssessssssssssssans 4-129
Graphic, Requirements for Accounting and Internal Controls Systems at Schools Participating in
the Title 1V, Federal Student ASSISEANCE PrOGIAMS.........c.vvueverereesersissississississississssssssssssssssssssssssssssssassans 4-129
ACCOUNTING RECOTAS .ucerertreireteiinsississsssisssssssssssssssssssssssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssssssssssassssses 4-130
BOOKKEEPING ANA rECOITKEEPING.....ooeereeerreereerreereersessisssessississsssssesssssssssssssssasssssssssssssssssssssssssssssssssssssssssssssssssasssssans 4-130
Fund Accounting Systems and the FSA Programs........isssssssssssssssssssssssssssssssss 4-131
AUTELTQUIS c.vsvesverereereseersississississ s sssassassssssssssssssss s sassassasssssssssasssssssassassasssssssssssssassassassassasssssssssssassassassassassassasssessessenes 4-132
CPAIT OF ACCOUNTS ceeeereereesersiseesssesesssesssssssssssssssssssssssssssssssssssssssssssasssssssssssssssssassssssssssassssssasssassssssssessssssssasessssssssassssssans 4-132

FSA HB March 2015




Volume 4—Processing Aid and Managing FSA Funds, 2015-2016

Chart, Examples of Information a School’s Accounting System Must Be Able to Provide...................... 4-134
SUMMQATY CRAIT OF ACCOUNLS .uoeeeeeerseseirsessiseisesssisseasssssessssassssssssssasssssssssassssssasssassssssassssssasesasesssssssssssssssssesassssssaes 4-136
ACCOUNT DETAIIS .ottt sssessssssesssesss s ssss s s ssss s ssse b s sss s s sssesssesasesasessssssss 4-148
Appendix B—A School’s Financial Management Systems ..........cceneenenseneesesnnenn. 4-175
Financial ManagemeENT SYSTEMS ........ccrinriniineisisessiseieisesssssssssssssssssssesssssssssssssssssssssssssssssssssssssssssssssssssees 4-175
The Network of RESPONSIDIlITIES ........cueeveevererreresesiesesiesisses st sssssssessassassssssassasssssassassssssassasssessassanns 4-177
TNE CEO'S OffICE cuueurrereereiseirsessieseissississeisssssisssssssssssssass s s sassssssssssasessssssssassssssssesassssssasssassssesassssssasesssssssssssssssssssasssassans 4-177
Graphic, CEQ’S/President’s r€SPONSIDIlITIES ...........cewueeevreerreerierrreissssssessssessssssssssssssssssesssssssssssssssessssssssssseses 4-178
The financial aid office . . . 4-179
Graphic, Responsibilities commonly assigned to a school’s financial aid office...........vveevvecreensenenn. 4-179
The business (bursar’s) office..... 4-180
Graphic, Responsibilities commonly assigned to a SChool’s buSINESS OffiCE .......c.vrerrerrerrrererrisrrsresrneens 4-181
Synchronizing operations and responsibilities 4-182
Graphic, FWS Questionnaire on Network of ReSPONSIDIlItIEs ............cceeeeeereeerrrresresresressessssssssssassasssssssses 4-183
Internal Controls — A System of Checks and BalanCES .......ereeneeinrrnsinnsinssenssssssssssssssssssssssssssssssssssnses 4-184
WAL IS INEEINIAI CONTIOL ettt 4-184
COMPONENLS OF INTEINIAI CONTION ..ueeeeeeerrerrerrereresiesisstes s ssssssssssessessessssasssssassassassaessesss s sassassasssessessssessassans 4-184
Control activities important in MaNaging FSA fUNAS.........coereneesnsssssssssssssssssssssssssssssssssssssssssssanes 4-188
TRE SEPAIALION OF FUNCLIONS c..oeveveverereteriesississtss s ssssssssssssss s sssassasssssssssss s s s sassassasssssssssessss s sassassassassasssessssassassns 4-188
Trial balance 4-190
Reconciliation of bank records . . 4-190
Reconciling FSA funds 4-191
Graphic, Example of An Audit Trail for an FSEOG CASH DIQW ........uceeeeeeereereesresresiessessessssssssssassasssssssses 4-192
Electronic data processing (EDP) controls . . . 4-193
Other checks and balances 4-194

Assigning specific duties to individual employees, Rotating job assignments.
Mechanical devices and system safeguards

Policies ANd ProCEAUIES MANUGIS............ccveerveriesrrsssissississssssssssssssssssssssssssssssssssssssssssssassssssssssssssssssssssssssssssssssssssssans 4-195
Graphic, Examples of Topics that Should be Included in a School’s FSA Policies and Procedures........ 4-196
Evaluating and Improving Your School’s Financial Management Systems..........ocoecveneeneereenernennens 4-198

SOU-QUAIUGLION ..ottt s st st 4-198

PEOI EVAIUGLION .ot sss st s st s bbb sa s sssasesansssesanesn 4-200

FSA HB March 2015



